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Organizing  a  business  corporation  is  complex.  This 
brochure  has  been  prepared  by  the  Secretary  of  the 
Commonwealth  to  make  you  aware  of  the  decisions 
you  must  make  and  the  government  agencies  you  can 
contact  before  incorporation,  as  well  as  your  legal 
duties  after  incorporation. 

You  do  not  have  to  incorporate  to  start  a  business. 
Weigh  your  decision  carefully,  because  there  may  be 
both  drawbacks  and  advantages  to  incorporation. 

Before  you  make  a  commitment  to  forming  any 
business  organization,  especially  a  corporation, 
you  may  want  to  retain  the  services  of  a  lawyer 
and  an  accountant  to  make  sure  that  you  under- 
stand all  your  legal  obligations  and  have  carefully 
considered  all  the  consequences  of  your  actions. 

There  are  several  government  agencies  that  are  re- 
sponsible for  collecting  and  maintaining  records  about 
business  corporations  in  Massachusetts.  When  you  in- 
corporate you  will  need  to  supply  these  agencies  with 
specific  information. 

What  information  does  the  Secretary 
of  the  Commonwealth  require? 

A  corporation  is  a  legal  entity  separate  from  its  own- 
ers, the  shareholders.  It  is  a  creature  of  the  statute  and 
as  such  it  does  not  come  into  existence  until  its  Arti- 
cles of  Organization  are  filed  with  the  Secretary  of  the 
Commonwealth's  Corporations  Division.  Forms  requir- 
ed for  filing  these  documents  may  be  obtained  from: 

Corporations  Division 
Secretary  of  the  Commonwealth 
One  Ashburton  Place,  Room  1717 
Boston,  MA  02108 
(617)  727-9440 

Where  does  the  Department  of 
Revenue  fit  in? 

You  must  pay  your  corporate  taxes  to  the  Department 
of  Revenue.  Certain  businesses  must  get  a  sales  tax  num- 
ber from  the  department.  The  Department  of  Revenue 
is  a  part  of  the  Executive  branch  of  government  and  is 
not  part  of  the  Secretary's  Office.  Please  remember,  all 
state  tax-related  questions  should  be  directed  to: 


Department  of  Revenue 
100  Cambridge  Street 
Boston,  MA  02204 
(617)  727-4545 

Toll  free  in  MA:  1-800-392-6089 

The  first  step  -  filing  the  Articles 
of  Organization 

The  Articles  of  Organization  contain  the  information 
you  must  supply  to  the  Corporations  Division  to  form  a 
corporation. 

There  are  many  organizational  decisions  you  must 
make  before  you  or  your  attorney  can  fill  out  the  four- 
page  articles  form;  e.g.,  you  must  choose  a  name, 
adopt  bylaws,  select  officers  and  directors,  determine 
your  fiscal  year  and  so  on.  A  thoughtful  consideration 
of  what  will  finally  go  into  your  Articles  of  Organiza- 
tion is  essential  as  you  put  your  corporation  together. 

What  basic  information  is  inclu- 
ded in  the  Articles  of  Organization? 

You  must  state  the  name  of  your  corporation. 

As  part  of  the  name  you  must  include  one  of  the  follow- 
ing words:  Corporation  (Corp.),  Incorporated  (Inc.)  or 
Limited  (Ltd.).  The  name  must  not  duplicate  or  be  too 
similar  to  that  of  any  other  existing  business  or  corpor- 
ation in  Massachusetts. 

You  may  reserve  a  corporate  name  for  30  days,  re- 
newable once  for  an  additional  30  days.  Reservations 
must  be  made  in  writing  or  in  person,  and  accompanied 
by  a  fee  of  $15.00  (renewal  is  also  $15.00).  It  is  possible 
to  check  the  availability  of  a  corporate  name  by  tele- 
phone at  (617)  727-9640.  However,  a  telephone  inquiry 
is  preliminary  and  does  not  guarantee  availability. 

You  must  state  the  purpose  of  your  corpora- 
tion. At  least  one  specific  purpose  must  be  set  forth. 
The  purpose  may  be  stated  very  simply,  in  everyday 
language.  "To  manufacture  shoes"  coupled  with  the 
phrase  'and  to  engage  in  any  other  business  permitted 
by  law"  would  be  an  example  of  an  adequate  statement 
of  purpose. 

You  must  determine  the  amount  and  type  of 
stock  to  be  authorized  by  your  corporation.  Stock 
may  be  common  and  preferred,  and  with  or  without 
par  value.  Stock  may  also  be  divided  into  different 
classes  and  further  divided  into  different  series  within 
classes,  each  having  different  rights  and  privileges. 


A  typical  small  corporation  could  authorize  200,000 
shares  of  common,  no  par  stock  with  the  same  rights 
and  privileges.  This  would  give  the  corporation  the 
largest  number  of  shares  of  no  par  stock  which  can  be 
issued  for  the  minimum  filing  fee  of  $200.00. 

The  Articles  may  state  any  restrictions  upon  the  free 
transferability  of  stock.  A  typical  stock  restriction  adopt- 
ed by  corporations  restricts  the  free  transferability  of  any 
or  all  shares  of  stock.  This  type  of  restriction,  for  exam- 
ple, may  state  that  anyone  who  wishes  to  sell  his/her 
stock  must  first  offer  it  to  the  corporation  and  set  a  price. 

Note:  This  is  a  complicated  area.  The  choice  of  the 
type  and  amount  of  stock  could  be  of  far-reaching  impor- 
tance to  your  corporation.  You  should  consider  seeking 
the  advice  of  a  lawyer  and/or  an  accountant  to  be  assur- 
ed you  are  fully  informed  before  making  these  choices. 

You  must  specify  certain  special  powers  your 
corporation  may  wish  to  exercise.  Certain  corporate 
powers  may  be  exercised  only  if  they  are  specifically 
delineated  in  the  Articles  of  Organization.  Examples 
are  the  ability  of  a  corporation  to  act  as  a  partner,  and 
the  ability  to  hold  stockholders'  meetings  outside  of 
Massachusetts.  If  you  fail  to  include  such  provisions  in 
the  Articles  and  later  wish  to  exercise  such  powers, 
you  must  amend  the  Articles  and  pay  an  additional 
filing  fee  of  a  $100.00  minimum  for  each  amendment. 

What  additional  information  goes 
into  the  Articles  of  Organization? 

You  must  attest  in  writing  that  bylaws  have  been 
adopted,  corporate  officers  and  directors  have  been 
selected,  and  that  the  corporation's  fiscal  year  ends  on 
a  certain  date. 

Bylaws.  Explanations  concerning  the  nature  of  the 
bylaws,  corporate  officers,  stockholders'  rights,  and  other 
information  governing  business  corporations  can  be 
found  in  Chapter  156B  of  the  Massachusetts  General  Laws. 

The  bylaws  govern  the  internal  procedures  of  the 
corporation  and  thus  provide  for  the  regulation  and 
management  of  corporate  affairs.  The  powers  of  the 
officers  and  directors,  the  number  of  votes  of  the  di- 
rectors needed  to  fill  a  vacancy  in  the  board  and  the 
procedures  for  stockholder  voting  are  examples  of  the 
type  of  information  you  should  include  in  your  bylaws. 

Note:  Bylaws  are  not  filed  with  the  Corporations 
Division. 


Fiscal  year  end  date.  The  date  you  choose  for  the 
end  of  your  fiscal  year  may  have  important  tax  conse- 
quences so  it  should  be  chosen  carefully.  Many  corpo- 
rations pick  December  31.  Other  corporations  pick 
the  last  day  of  the  month  prior  to  the  month  in  which 
the  Articles  are  filed  with  the  Corporations  Division. 
Thus,  if  you  filed  in  July,  June  30  would  be  the  date 
picked  for  the  end  of  the  fiscal  year.  If  you  wish  to 
change  your  fiscal  year  end,  you  must  file  a  Certificate 
of  Change  of  Fiscal  Year  End. 

What  about  selecting  officers  and 
directors? 

You  must  state  the  name,  residence  and  post  office 
address  of  the  initial  directors  and  the  president,  trea- 
surer and  clerk  of  the  corporation.  There  are  several 
points  to  keep  in  mind  when  selecting  the  officers  and 
directors  of  your  corporation.  For  example,  the  num- 
ber of  directors  you  may  have  depends  upon  the  num- 
ber of  stockholders.  If  there  is  only  one  stockholder, 
there  need  be  only  one  director.  If  there  are  two  stock- 
holders, there  must  be  at  least  two  directors.  If  there 
are  three  or  more  stockholders,  there  must  be  at  least 
three  directors. 

Neither  the  directors  nor  the  officers  of  your  corpo- 
ration must  be  stockholders  unless  your  bylaws  require 
it.  The  president  must  be  a  director  of  the  corporation 
unless  your  bylaws  specifically  do  not  require  it.  In  ad- 
dition, one  person  may  serve  simultaneously  as  director 
and  as  one  or  more  of  the  officers  of  your  corporation. 

The  clerk  of  your  corporation  must  be  a  Massachu- 
setts resident,  or  the  corporation  must  appoint  a  resi- 
dent agent. 

It  is  the  job  of  the  incorporators  to  take  the  first 
formal  steps  to  set  up  the  corporation,  including  hold- 
ing a  meeting  to  adopt  bylaws  and  electing  officers  and 
directors.  Incorporators  who  are  natural  persons  must 
be  at  least  eighteen  years  old.  Only  one  incorporator  is 
i  required  to  form  a  corporation,  but  you  may  have  more 
than  one  incorporator.  An  incorporator  may  be  an  of- 
ficer and/or  director  of  the  corporation  but  this  is  not  a 
requirement. 


How  do  you  file  Articles  of 
Organization? 

Request  a  copy  of  the  Articles  of  Organization  form 
by  phone  or  mail  from  the  Corporations  Division. 
When  you  have  completed  the  form,  bring  it  or  mail  it 
with  the  filing  fee  to  the  Corporations  Division.  The 
minimum  filing  fee  is  $200.00.  The  fee  may  be  larger 
depending  on  the  type  and  amount  of  stock  you  autho- 
rize in  your  Articles.  Make  checks  or  money  orders  pay- 
able to  the  Commonwealth  of  Massachusetts. 

When  does  the  business  become 
incorporated? 

As  a  general  rule,  all  Articles  of  Organization  presented 
to  the  Corporations  Division  before  4:00  p.m.  in  proper 
order  and  accompanied  by  the  correct  fee  are  approved 
and  filed  the  same  day  they  are  received  by  the  division. 
After  your  Articles  of  Organization  have  been  approved 
and  filed  with  the  Corporations  Division,  a  copy  of 
your  Articles  will  be  mailed  to  the  person  designated 
on  the  form. 

Applying  for  your  Federal 
Identification  Number 

You  should  apply  for  an  employer  identification 
number  for  your  corporation.  This  number  is  commonly 
referred  to  as  the  Federal  Identification  Number.  It  is 
required  for  federal  tax  purposes  and  is  also  used  as  a 
key  reference  number  for  all  your  future  filings  with 
the  Corporations  Division.  Apply  by  filling  out  Federal 
Form  SS-4  which  is  available  from  the  Internal  Revenue 
Service  (IRS): 

IRS  Service  Forms 
1-800-829-FORM 

Some  other  steps 

Check  into  local  license  and  permit  require- 
ments and  the  laws  of  other  states.  Frequently  there 
are  requirements  that  corporations  obtain  various  licenses 
and  permits  from  their  local  authorities  in  order  to  do 
business.  Check  your  local  city  or  town  hall  for  such 
information.  You  should  also  check  the  requirements 
of  other  states'  laws  if  your  corporation  will  be  doing 
business  in  states  outside  of  Massachusetts. 

Check  into  Workers'  Compensation  and  Employ- 
ment Security.  You  should  check  into  insurance  cover- 
age you  are  required  to  provide  under  Workers'  Com- 
pensation laws. 


You  may  wish  to  contact: 

Department  of  Industrial  Accidents 
600  Washington  Street 
Boston,  MA  021 11 
(617)  727-4900  or  1-800-323-3249 
You  may  also  wish  to  contact: 

Department  of  Employment  and  Training 
1 9  Staniford  Street 
Boston,  MA  02114 
(617)727-6560 

Consider  tax  advantages.  Before  you  incorporate, 
consider  the  filing  options  open  to  small  corporations. 
Attorneys  and  accountants  refer  to  these  as  "Subchap- 
ter S"  and  "1244"  corporations.  An  attorney  and/or 
accountant  can  help  you  decide  if  one  of  these  plans 
would  prove  beneficial  to  your  corporation. 

Some  ongoing  steps 

File  forms  every  year.  Every  year  your  corpora- 
tion must: 

■  File  an  Annual  Report  with  the  Corporations 
Division  of  the  Secretary  of  the  Commonwealth. 
Blank  forms  are  available  from  the  Corporations 
Division.  It  must  be  filed  by  the  15th  day  of  the  3rd 
month  after  the  corporation's  fiscal  year  end. 

Note:  the  report  must  be  received  by  the  division 
on  or  before  the  due  date  or  a  $25.00  late  fee  will 
be  assessed. 

■  File  a  state  Corporate  Excise  Tax  Return  with 
the  Department  of  Revenue.  It  must  be  filed  by  the 
15th  day  of  the  3rd  month  after  your  corporation  s 
fiscal  year  end. 

The  minimum  corporate  excise  tax  is  $456.00  per 
year.  It  must  be  paid  whether  the  corporation 
makes  money  or  not.  This  tax  is  not  prorated  over 
any  part  of  the  corporation' s  fiscal  year,  including 
your  first  fiscal  year. 

■  File  a  federal  Corporate  Income  Tax  Return 

with  the  Internal  Revenue  Service  (IRS).  It  must  be 
filed  by  the  15th  day  of  the  3rd  month  after  the 
end  of  your  fiscal  year. 

Record  changes  in  the  corporation.  After  you 
have  organized  your  corporation  you  may  wish  to  make 
some  changes  in  your  original  Articles  of  Organization. 
For  instance,  you  might  move  and,  therefore,  change 
your  principal  place  of  business,  you  might  increase 


your  stock  or  even  change  your  corporate  name.  Changes 
such  as  these  do  not  take  effect  legally  until  you  have 
filed  the  proper  document  with  the  Corporations  Division. 

There  are  two  types  of  changes.  Changes  to  the  Basic 
Information  in  the  first  six  sections  of  your  Articles  of 
Organization  are  made  by  filing  "Amendments".  These 
must  be  filed  on  an  amendment  form.  There  is  a  mini- 
mum $100.00  fee  for  each  amendment.  The  most  com- 
mon amendments  are  changes  of  corporate  name  and 
increases  in  stock. 

The  second  type  of  change  does  not  require  a  filing 
fee.  These  changes  are  as  follows:  change  of  officers 
and  directors,  change  of  principal  office,  change  of  fis- 
cal year  end  and  change  of  resident  agent. 

Tax  Disclosure 

Section  83  of  Chapter  62C  of  the  Massachusetts 
General  Laws  requires  most  publicly  traded  corporations, 
banks  and  insurance  companies  doing  business  within 
the  Commonwealth,  to  supply  certain  tax  information 
on  forms  supplied  by  the  Secretary  of  the  Commonwealth 
annually. 

Penalties  : 

Corporatc-responsibilitieinju^t  not  be  taken  lightly. 
As  an  offtcer'or^oncerfred  stockholder  you  will  want 
to  know  tjiat  your  corporation  is  fulfilling  its  legal  duties. 
-Massachusetts  jajw*  g^jvides  that  stiff  penalties  may  be 
Jf^assp6s£ci  agal^t  corporations  and  their  cflficers  who 
:-J|jrjfp ^corrifjlj  with  legal  requirements.  For  example, 
'j^ijj^^'p^c^r^^e^g^es^q  the  Department  of  Rev- 
enue or  to^f^N^j^ptx^  Report  with  the  Corporations 
Division  can  result  insignificant  fines  or  even  lead  to  the 
involuntaEy  dissolution  of  your  corporation. 

For  further  information  contact: 

William  Francis  Galvin 

Secretary  of  the  Commonwealth 

Corporations  Division 

One  Ashburton  Place,  17th  floor 
Boston,  MA  02108 
(617)  727-9640 
or 

Citizen  Information  Service 

(617)  727-7030  or 

1-800-392-6090  (toll  free  within  Massachusetts  only) 
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